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AN ACT concerning long-term care insurance.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by
addi ng Sections 351A-12, 351A-13, 351A-14, 351A-15, 351A-16,
351A- 17, and 351A-18 as foll ows:

(215 I LCS 5/ 351A-12 new)

Sec. 351A-12. Pol i ci es quar ant eed r enewabl e or

noncancel abl e.

(a) An individual and group long-term care policy and

certificate under a group long-term care policy shall be

ei t her guar ant eed renewabl e or noncancel abl e.

(b) "@uaranteed renewabl e" neans that the insured has

the right to continue coverage in force if premuns are

tinely paid during which period the insurer may not

unilaterally change the terns of coverage or decline to

renew, except that the insurer may, 1in accordance wth

provisions in the policy, and in accordance with Section

351A-13, change the premiumrates to all insureds in the sane

class. The "class" is determned by the insurer for the

pur pose of setting rates at the time the policy is issued.

"Noncancel able”" neans the insured has the right to

continue the coverage in force if prenmiuns are tinely paid

during which period the insurer may not unilaterally change

the terns of coverage, decline to renew, or change the

prenm umrate.

(c) Along-termcare policy and certificate nust contain

on page one an appropriately captioned renewability provision

that clearly describes the initial term of coverage, the

conditions for renewal and, if quaranteed renewable, a

description of the class and of each circunstance under which
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the insurer may change the prem um anpunt.

(215 | LCS 5/ 351A 13 new)

Sec. 351A-13. Relationship of benefits to premuns.

Benefits under individual |long-termcare insurance policies

i ssued before new premiumrate schedul es are approved under

Section 351A-14 shall be deened reasonable in relation to

premiuns if the expected loss ratio is at |east 6%

calculated in a manner that provides for adequate reserving

of the long-termcare insurance risk. In evaluating the

expected loss ratio, due consideration nust be given to al

rel evant factors, including the follow ng:

(1) statistical credibility of incurred cl ai ns

experi ence and earned pren uns;

(2) the period for which rates are conputed to

provi de cover age;

(3) experienced and projected trends;

(4) concentration of experience within early policy

(5) expected claimfluctuation;

(6) experience refunds, adjustnents, or dividends;

(7) renewability features;

(8) all appropriate expense factors;

(9) interest;

(10) experinental nature of the coverage;

(11) policy reserves;

(12) mx of business by risk classification; and

(13) product features, such as long elinnation

peri ods, high deductibles, and high maxinumlinits.

(215 I LCS 5/ 351A-14 new)
Sec. 351A-14. Rat e schedul es.

(a) The premum rate schedules for all individual and

group long-termcare insurance policies issued in this State
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shal | be filed with and receive the prior approval of the

Director before the policy nay be offered, sold, issued, or

delivered to a resident of this State. Al initial rate

filings shall be subject to the requirenents of this Section.

(b) An approval for an initial prem um schedule nmay not

be qgranted unless the actuary performng the review for the

Director certifies that the initial premiumrate schedule is

suffi ci ent to cover anticipated costs under noderately

adver se experience and that the premium rate schedule is

reasonably expected to be sustainable over the life of the

form with no future premium increases anticipated. The

certification may rely on supporting data in the filing. The

actuary performing the review nmay reguest an actuari al

denpnstration that the assunptions the insurer has used are

reasonabl e. The actuari al denonstration nust include either

premum and claim experience on simlar policy forns,

adjusted for any premiumor benefit differences, rel evant and

credible data fromother studies, or both.

(c) The insurer must subnit to the Director for approval

arate filing for each policy formthat includes at |east al

of the followi ng information:

(1) An actuari al menor andum that describes the

assunptions the insurer used to develop the premum rate

schedul e. The actuarial assunptions nust include, but

not be linmted to, a sufficiently detail ed description of

norbidity assunptions, voluntary |lapse rates, nortality

assunptions, asset investnent vield rates, a description

of all expense conponents, and plan and option mXx

assunpti ons. The nenmorandum must also include the

expected lifetine loss ratio and projections of vearly

earned premuns, incurred clains, incurred claim]loss

rati os, and changes in contract reserves.

(2) An actuarial certification consisting of at

|l east all of the foll ow ng:
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(A) A statenent that the initial premumrate

schedule is sufficient to cover anticipated costs

under npderately adverse experience and that the

premiumrate schedule is reasonably expected to be

sustai nable over the life of the formwith no future

preni umincreases antici pated.

(B) A statenent that the policy design and

coverage provided have been reviewed and taken into

consi der ati on.

(O A statenent that the underwiting and

claine adjudi cati on processes have been reviewed and

taken i nto consi derati on.

(D) A conplete description of the basis for

contract reserves that are anticipated to be held

under the form to include all of the foll ow ng:

(i) Sufficient det ai | or sanpl e

cal cul ations provided so as to have a conplete

depi ction of the reserve anpunts to be hel d.

(ii) A statenent that the assunptions

used for reserves contain reasonable nargins

for adverse experience.

(iii) A statenent that the net valuation

premium for renewal vyears does not increase

(except f or att ai ned- age rati ng wher e

permtted).

(iv) A statenent that the difference

bet ween the gross prem um and the net val uation

premumfor renewal vyears is sufficient to

cover expected renewal expenses, or if that

st at enent cannot be made, a conpl ete

description of the situations in which this

does not occur and the type and | evel of change

in the reserve assunptions that would be

necessary for the difference to be sufficient.
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An aggreqgate distribution of anticipated issues

may be used as long as the underlying gross

prem uns mai nt ai n a reasonably consistent

rel ati onship. If the qross prem uns f or

certain age groups appear to be inconsistent

with this requirenent, the Director may request

a denpnstration under subsection (b) based on a

standard age distribution.

(E) A statenment that the premumrate schedul e

is not less than the premum rate schedule for

existing simlar policy forns also available from

the insurer except for r easonabl e di fferences

attributable to benefits or a conparison of the

prem um schedules for simlar policy forns that are

currently avail abl e from the insurer wth an

expl anation of the differences.

(d) Prenmiumrate schedul es and new policy forns nust be

filed by July 1, 2002 for all qgroup long-termcare i nsurance

policies that an insurer will offer, sell, issue, or deliver

on or after January 1, 2003 and for all previously approved

i ndividual long-termcare insurance policies that an insurer

wll offer, sell, issue, or deliver on or after January 1,

2003, unless the July 1, 2002, deadline is extended by the

Di rector. | nsurers may continue to offer and narket

|l ong-term care insurance policies approved prior to July 1,

2002, until the earlier of (1) 90 days after approval of both

the premum rate schedules and new policy forns filed

pursuant to this Section or (2) January 1, 2003.

(215 I LCS 5/ 351A-15 new)

Sec. 351A-15. Actuary qualifications. Al actuaries used

by the Director to review rate applications submtted by

insurers pursuant to this Article, whether enployed by the

Departnent or secured by contract, nust be nenbers of the
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Anerican Acadeny of Actuaries with at least 5 years' rel evant

experience in long-termcare insurance industry pricing. |

the Departnent does not have actuaries with the experience

required by this Section, the Director shall <contract wth
actuaries to review all rate applications submtted by
insurers pursuant to this Article. |f the Departnent has

actuari es that have experience required by this Section, but

not enough of those experienced actuaries to performthe

volunme of work required by this Article, the D rector nmay

contract with i ndependent actuaries, as necessary.

If the Director contracts with i ndependent actuaries, the

Director shall pronul gate rules no later than July 1, 2002,

to muintain the confidentiality of rate filings and

proprietary insurer information and to avoid conflicts of

i nterest.

(215 | LCS 5/ 351A 16 new)

Sec. 351A-16. No premi umincrease w thout approval.

(a) An insurer may not increase the premum for an

individual or group long-term care insurance policy or

certificate approved for sale under this Article unless the

i nsurer has received prior approval for the increase fromthe

Director. The insurer nust subnmt to the Drector for

approval all proposed prenmum rate schedul e i ncr eases,

including at least all of the information required by this

Secti on.

(b) An insurer nmust submt a certification by an

actuary, who is a nenber in good standing of the Anerican

Soci ety of Actuaries, that:

(1) if the requested preniumrate schedul e i ncrease

is inplenented and the underlying assunptions, which

reflect noderately adverse conditions, are realized, no

further premumrate schedule i ncreases are anticipated:;

and
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(2) the premium rate filing is in conpliance with

the provisions of this Section.

(¢c) An insurer nmust submt an actuari al menor andum

justifving the rate schedul e change request that includes al

of the foll ow ng:

(1) Lifetine projections of earned premuns and

incurred clains based on the filed premiumrate schedul e

increase, and the nethod and assunptions used in

deternm ning the projected values, including reflection of

any assunptions that deviate fromthose used for pricing

other forns currently available for sale.

(A Annual values for the 5 vyears preceding

and the 3 vears followi ng the valuation date shal

be provi ded separately.

(B) The pr oj ecti ons must i ncl ude t he

devel opnent of the lifetine loss ratio.

(C For policies issued with premium rate

schedul es approved under Section 351A-14, the

pr oj ecti ons must denonstrat e conpl i ance with

subsection (b) of Section 351A-17. For all other

poli ci es, t he pr oj ecti ons must denonstrate

conpliance with Section 351A-13.

(D) If the Director determnes that a pren um

rate increase is justified due to changes in | aws or

requlations that are retroactively applicable to

long-termcare insurance previously sold in this

State, then:

(i) the projected experience should be

limted to the increases in clains expenses

attri butabl e to t he changes in law or

requl ati ons; and

(ii) if the Director deternines t hat

potential offsets to higher clains costs nay

exist, the insurer nust be required to use
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appropri ate net projected experience.

(2) Disclosure of how reserves have been

incorporated in this rate increase.

(3) Disclosure of the anal ysi s perforned to

deternine why a rate adjustnment is necessary, which

pricing assunptions were not realized and why, and what

other actions taken by the conmpany have been relied on by

the actuary.

(4 A statenent that policy design, underwiting,

and cl ains adjudi cati on practices have been taken into

consi der ati on.

(5) If it is necessary to nmmintain consistent

premium rates for new certificates and certificates

recei ving a rate increase, the insurer nust file

conposite rat es reflecting pr oj ecti ons of new

certificates.

(d) An insurer nmust submt a statenent that renewal

premumrate schedules are not qgreater than new business

premiumrate schedul es except for differences attributable to

benefits, unless sufficient justificationis provided to the

Di rector.

(e) An insurer nmust submt sufficient information for

approval of the prenmium rate schedule increase by the

Di rector.

(f) The provisions of this Section are applicable to al

individual and group policies issued in this State on or

after January 1, 2003.

(215 ILCS 5/ 351A-17 new)

Sec. 351A-17. Requi renents for rate approval.

(a) Approval of all premiumrate schedule i ncreases are

subject to the requirenents of this Section.

(b) Prenmium rate schedule increases nust denonstrate

that the sumof the accunulated value of incurred clains,
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without the inclusion of active life reserves, and the

present value of future projected incurred clains, wthout

the inclusion of active life reserves, will not be | ess than

the sumof the all of the follow ng:

(1) The accunulated value of the initial earned

premiumtinmes 58%

(2) 85% of the accunul ated value of prior pren um

rate schedul e i ncreases on an earned basis.

(3) The present value of future projected initial

earned premuns tines 58%

(4) 85% of the present value of future projected

premiuns not in item(3) on an earned basis.

(c) If the Director deternmines that a premum rate

increase is justified due to changes in |laws or rules that

are retroactively applicable to long-term care insurance

previously sold in this State, a premium rate schedul e

i ncrease nay be approved if the increase provides that 70% of

the present value of projected additional premuns shall be

r et ur ned to pol i cyhol ders in benefits and the other

requirenents applicable to other prenmium rate schedul e

i nCreases are net.

(d) Al present and accunul ated val ues used to deternine

rate increases nust use the maxi num valuation interest rate

for contract reserves. The actuary nust disclose as part of

the actuarial nenprandumthe use of any appropriate averages.

(e) If the requested premiumrate schedul e i ncrease on

any new policy form approved under Section 351A-14 exceeds

15% or if the requested premiumrate schedul e i ncrease on any

policy form approved under Section 351A-14 plus all increases

occurring after January 1, 2003, in the premumrate schedul e

for the sane policy formexceed 15% no request for a rate

i ncrease on any policy formmy be approved by the Director

except as follows: all the insurer's individual experience on

long-term care policy forns issued in this State that have
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been approved pursuant to Section 351A-14 are pool ed toget her

to project future clains experience and t he conbi ned

experience satisfies the requirenents in subsection (b). An

insurer is not precluded from filing requests for premum

rate schedule increases on all of its policy forns if the

conbi ned experiences after pooling all applicable policy

forns satisfies the requirements of subsection (b).

(f) An approval for an increase in the prenium schedul e

may not be granted unless the actuary perforning the review

for the Director certifies that if the requested prenmiumrate

schedul e i ncrease i s i mpl enent ed and the underlying

assunptions, which reflect noderately adverse conditions, are

realized, no further premium rate schedule increases are

anti ci pat ed. The certification may rely on supporting data

in the filing.

(g) The provisions of this Section are applicable to al

i ndi vidual and group policies issued in this State on or

after January 1, 2003.

(215 | LCS 5/ 351A 18 new)

Sec. 351A-18. Requi renents with respect to approved

i ncr eases.

(a) Prenmium rate schedule increases that have been

approved are subject to the requirenents of this Section.

(b) For each rate increase that is inplenented, the

insurer nust file for approval by the Director updated

projections, as defined in paragraph (1) of subsection (c) of

Section 351A-16, annually for the next 3 vears and include a

conpari son of actual results to projected val ues. The

Director may extend the period to greater than 3 years.

(c) If the Director det er m nes t hat t he act ual

experience following a rate increase does not adequately

match the projected experience and t hat t he current

projections under noderately adverse conditi ons denonstrate



SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

N N N N N NN P P P R R R R R R
o o b~ W N P O © 00N o 0ok~ N, O

27
28

-11- LRB9207773JSpcC

that incurred clainse will not exceed proportions of premn unms

specified in subsection (b)), the Director may require the

insurer to inplenent any of the follow ng:

(1) Prenmiumrate schedul e adj ust ments.

(2) Oher neasures to reduce the difference between

the projected and actual experience.

In determ ni ng whether the actual experience adequately

mat ches the projected experience, consideration nust be qgiven

to paragraph (5) of subsection (c) of Section 351A-16, if

appli cabl e.

(d) If the Director denpnstrates, based upon credible

evidence, that an insurer has engaged in a persistent

practice of filing i nadequate prem um schedul es, the Director

may, in addition to any other authority of the Director under

this Code, and after the insurer is afforded proper notice

and due process, prohibit the insurer from filing and

mar keti ng conpar abl e coverage for a period of up to 5 vyears

or from offering all other simlar coverages, and nay lint

mar keting of new applications to the products subject to

recent premiumrate schedul e increases.

(e) This Section does not apply to life insurance

policies and certificates that accelerate benefits for

|l ong-term care.

(f) The provisions of this Section are applicable to al

i ndi vidual and group policies issued in this State on or

after January 1, 2003.

Section 99. Effective date. This Act takes effect January

1, 2002.
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